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criticized still, no satisfactory wage theory is introduced because 
markets do not work in reality as the theories assumed to be, on 
ground reality markets are segmented and complex, there are 
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employment, informality, income inequality or poverty gender 
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1. Introduction 


For many economists, finding a formula that will resolve the conflict between employers and 
employees with regards to a fair regulation of wages is their goal that remains unachieved. This 
paper tries to contribute by introducing fair wage theories. It has been more than two hundred years 
since Adam Smith first wrote on the theory of wages but still no satisfactory wage theory is introduced 
(Dunlop and Segrave, 2016; Stirati, 2020). Preston, (1996) stated that though several theories have 
emerged, there was still not a single theory to explain it. To a large extent this lack of consensus 
reflects the broad separation of wage theory into two components and two disciplines - supply-side 
determinants (economics) and demand-side determinants (industrial relations) ( Brown, and Nolan, 
1988). Labour economics solution is pay wages where labour supply is equal to labour demand 
industrial relation says pay wages according to tradition and trend (Haake, Upmann and Duman, 
2020). At one point, it was believed that the market controls the rate of pay wages just like giving a 
fixed price for commodities. On the other hand, there are some who believes that the market has no 
influence on the wages but it is due to social forces such as the customs and tradition (Preston, 1996). 


When the wage determination method is discussed the two methods related to wage 
determination are most common first, general wage determination and second, minimum wage 
determination. However, the different economies-set minimum wage has been around for over 100 
years and consequences are different in different places and cultures (Adema, Giesing, Schénauer, 
and Stitteneder, 2018). Chen (2020) found minimum wage effects on the different variables are 
different across the world. In reference to wage theories, empirically reality reveals in the current 
era, the reasons of keeping the wages or earning on low level is not demographic pressures. The 
markets do not work in reality as the theories assumed to be as the markets are segmented and 
complex, there are also many other factors beyond the supply of labour and demand of labour that 
are determined and influence wages (Acharya, 2017). Economic theories on wage determination are 
criticized while industrial relations also deal with the central issue of wage determination. Despite the 
carefully constructed institutional framework in Nigeria in 19621 is the prove (Kilby, 1967) on 


voluntary collective bargaining that has been futile in fixing wages. 


However, there is a need for a single wage determination method instead general wage 
determination and minimum wage determination method. It is assumed might be all the issues like 
wage inequalities, negative impact on societies are because of not setting a single wage determination 
method. So, to deal with all issues created because of till today wage determination methods, there 
is a need to review the previous studies and purpose a single wage determination model that can be 


empirically examined in different cultures across the world. 
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1. Wage Determination Theories, Remarks and development of TFWS 


In this part, we will discuss theories, criticism on theories and remarks of the present study which 
shows that there is a need to establish a new theory to solve all the problems related to wage with a 
single solution. In modern society, the wage rate has been the most important method to provide a 
livelihood to people and the distribution of income among the citizens. In terms of a theoretical 
understanding of wage, the different theories are published in the 18th,19th and 20th centuries. 
Marginal revenue productivity theory is popular in the 20th century. The problem with the present 
economics and industrial relation theories are that they don’t come out with one solution to solve all 


problems related to wage. 


In the field of economics about the wage determination some theories are famous, Wage fund 
theory developed by Adam smith in (1723-1790) This theory state Wage rate=Wage fund / labours 
number but ignore the important issues like method of estimating the sources of wages (HUlsmann, 
2018). Boianovsky (2019) state that quality and efficiency of the worker is ignored when wage rate 
is determining. The assumption of this theory is that, at the expense of profit wages can be increased. 
This assumption violates the law of increasing returns that state rise in total output can increase profit 
profits. 


According to Karl Marks Karl Marx (1849-1883) on Surplus Value Theory, he stated that labour 
is like an article that can be purchased by paying wage. This Marxism theory has its criticisms that 
tries to exploit the working class through capitalism. Walker (1840-1897) that state there is four- 
factor of production land, labour, capital and entrepreneur. When these three factors are rewarded, 
what remains left is paid a wage as to labour. This theory assumes that the share of landlords, 
capitalists and entrepreneurs are fixed and it is absolutely wrong. Supply-side of labour has been 


totally ignored by the theory. 


Subsistence theory was proposed by David Recardo (1772-1823) that state if wages are paid 
more than subsistence level the supply of worker will increases wage will decrease if wages are lower 
than subsistence level worker supply will decrease that will boost up the wage rate. So the minimum 
wage is fixed. This theory is criticized as it explains supply-side and ignores the demand side, wage 
differences, if the wages are fixed than union becomes powerless. This theory is pessimistic because 
it excludes all possibility of improvement in the conditions of labour either through increased efficiency 
or due to general economic progress. Hence labour search theory suggests that entire wage 
distribution lies below the marginal product of labour, they can replicate the well-known phenomena 


a minimum wage the rise may result in an actual wage rise from some workers without negative 


GJHSSR Journal of Social Sciences 1(1), 2021 


impact on employment, a stylized fact that standard competitive labour theory is unable to match at 
least without modifications. Just price theory is a theory of ethics in economics that endeavours to 
set a standard of fairness in every transaction. Phillips Henry and J.B Clark developed Marginal 
productivity theory developed ini826, states that wage is controlled based on the work product of 
labour. However, this theory is criticized as the theory deals with the demand side only. The supply 
side is totally ignored. Theory fails to explain the differences in wages. Discounted Marginal 
Productivity Theory is revised Marginal Productivity theory of wages. According to this theory, the 
wage for labour is determined not by its marginal product but by the discounted marginal product. 
Labour cannot get the entire amount of the marginal product because production is a long-drawn-out 


process. 


The modern theory of wages, wages are the price of services rendered by labour to the 
employer. Wages are fixed with the help of labour demand and labor supply. John Davidson 
developed a Bargaining Theory developed in1999 that state wage should be fixed through power of 
bargaining between employee and employer. If the bargaining power of labour is strong will gain 
more wage. Behaviour theory is constructed based on available previous studies on wages 


determination. This theory states that employee’s acceptance of wage level determines wage rate. 


2.1 Empirical Realities of Theories 


Supply and demand of labour marginal productivity, custom or culture cannot give justification 
on fair rate of wage. Many theories suppose that labour and producer have perfect knowledge of 
market, they are rational, both make decision by comparing consumption and gain. Most of the 
theories with such assumption fails when implemented in real word. In real world, people have 
imperfect knowledge, sometime they work on low wages for survival and they don’t have choices to 
make rational decision by comparing cost and benefit. Especially, in developing countries, there are 
several conflicts and issues that are created because of imperfect knowledge, labor’s mobility and 
location, level of skill beyond the formal education, reservation wages, linguistic prowess in the 
informal sectors and formal sectors and barrier on market entry, expenditure of living, and a hostess 
of social variables like caste, favoritism, gender, kinship, aspects increasing inequity etc. In addition, 
the capacity to pay is another factor to consider. However, there is need to examine what empirical 
studies highlight the issues related to wage. 


2.3 Empirical studies on wage 


Present research considers the minimum wage and wage determination under the same 
umbrella of wage determination that’s why discusses minimum wage in detail. Based on the literature, 
researcher assume that wage determination (general wage determination and minimum wage 


determination) are the central issues that creating the problem like hours of work, union, debt 
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behaviour, productivity and training, youth, taxes, pay settlements, benefits system, nature of non- 
compliance, employment, informality, income inequality or poverty gender pay gaps etc. So, the 
minimum wage will be discussed in detail instead of discussing all issues because based on literature 
the researcher considers that minimum wage is also considered like wage determination 
method. Economic inequalities are being faced across the world. Some countries instead of 
implementing a single wage determination methods come out with minimum wage policy to solve the 


issue of inequalities or for strengthening their citizens. 


Minimum the wage has proven a paradox as in some countries the impact of minimum is negative 
and in some countries minimal positive impact. Neumark and Wascher, (1999) used time-series data 
of OECD countries for the period 1975-1997, and revealed that influence of minimum wage on the 
employment varies considerably among countries. Belman and Wolfson, (2016), Betcherman, G. 
(2014) and ILO, (2019), found the minimum-wage impact on employment are often debatable where 
economic theories have different projections. Anyway, one question arises here, is minimum wage 
fair, when labour with same characteristics receives a different wage for the same job? To examine 


the result of implementing minimum wage there are different empirical studies which are as follows: 


The negative impact of wage: Minimum wages has mix findings. Friedman, Braude, and 
Dahan, (2007) state that based on the time-series data of OECD countries for the period 1975-1997, 
the researcher revealed that minimum wages cause unemployment among youth. Addison and Ozturk 
(2012) found there is the negative impact of minimum wages on employment (Allegretto et al., 2011; 
Fang and Lin, 2020; Giuliano, 2012; Kertesi and Kollo, 2003; Metcalf , 2008; Kim, & Jang, 2020; 
Neumark and Wascher 2007; Neumark, & Wascher, 1999). Minimum wage by 40 % will reduce the 
monopolistic power of firms without having an adverse effect on the employee with low level of skill 
and on employment level itself (Friedman, A., Braude, K., & Dahan, 2007). Levine, D. I. (1991) found 
higher wages cost is paid by unemployed but efficiency theory state higher wages will increase the 
productivity of the worker. However, the low paid worker’s performance decrease (DeJong, D., Zhang, 
T., & Zhao, Z. 2018). In high per capita income countries, a review of 70 previous studies, reveals 
the range between small positive employment impact to large negative employment impact. ina 
comprehensive review of seventy studies in some high-income countries, employment has small 
positive effects. (Belman D; Wolfson, P. 2014). 


Broecke, Forti and Vandeweyer (2015), conducted meta-analysis of 74 previous empirical 
studies on the influence of minimum wages on employment in developing countries. It was found 
that minimum wage has a no effect or minimal on employment. Hence minimum wage has very low 
impact on low-skilled youth. The percentage of previous studies from different countries were taken 
as follows twenty percent form Brazil, eighteen percent from Chile and fiftenn percent from China, 


while there is hardly any evidence for India (0.01%) or Russian Federation (0.03%). 
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Minimal/ zero or positive impact of the minimum wage: First time the law to set a 
legal minimum wage was used by New Zealand (wageindicator.org 2018). The minimum positive 
impact from met studies (quantitative studies of studies) According to, Doucouliagos, Stanley, (2009), 
Leonard, Stanley, Doucouliagos, (2014), Belman & Wolfson, (2014) & Aderemi & Ogwumike (2017), 
they used data for 2004 and 2009 to examine the link between minimum wage and poverty 
status. The finding shows a weak relationship between minimum wage and poverty. A minimal 
poverty reduction was found by implementing minimum wage policy in Nigeria. Moreover, in Latin 


America, the effect of employment varies on all levels. 


Abowd J.M., Kramarz.F and Margolis. D. N. (1999) found in the Netherlands and France 
minimum wage is close to reservation wage. Some major countries like Brazil, Chile, Argentina, China, 
Colombia, Indonesia, India, Russian Federation, Mexico, Philippines, Poland, South Africa and Turkey 
found a minor level wage influence or zero influence on the employment, (Kuddo, A., Robalino, D., 
and M. Weber, 2015). It is also revealed that for less-skilled worker’s minimum wages decrease 
employment opportunities (Neumark, D., and W Wascher, 2008). Doucouliagos and Stanley 
(2009) also found minor to zero impact of minimum wage on employment. With data from 25 OECD 
countries over 15 years from 2000 to 2014, it is found that higher minimum wage. Demand of labour 
demand have a adverse impact r but does not influence supply of labour. So, the minimum wage has 
a limited effect on employment. (Kim, C. U., & Lim, G. 2018). Abowd J.M, Kramarz, F. & Margolis, D. 
N (1999), stated that in Europe, South America, Asia, and Africa, the minimum wage does not impact 


employment which is also revealed in other studies. 


Concluding the above, Social partners and Governments and mainly policymakers supposed to 
come out with wage policies in the light of deeply checking minimum wages impact on factors like 
hours of work, wages of labour, union, debt behaviour, productivity and training, youth, taxes, pay 
settlements, the benefits system, nature of non-compliance, employment, informality, income 
inequality or poverty gender pay gaps. Policymakers should formulate policies by seeing the literature 
findings on prices changes impact on the other variables of aggregate demand, as well as investment, 
household expenditures, or the competitiveness of exports (ILO, 2018). Minimum wage might only 
increase the labour potential of production and firm-level employment under monopolistic conditions 
(Shepherd, 2000). However present study concludes that as the minimum wage has mix finding, 
maybe it will positively affect in some countries while in other countries will have a negative effect. 
There is need for a fair and single solution for wage determination. However, this part discusses the 
previous scholarly publications, to come out with a single way of wage determination we will discuss 
the theories on supply-side (labour economics) and demand-side theories (industrial relation). 


In the context of wage determination, review papers of Aminu, (2011) is conducted on 
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government policies related wage, Card, & Dinardo, (2006) present a critical review of the literature 
on USA economy wage structure in relation to technological change. Leuven, (2004) reviews of the 
literature that evaluate only wage returns to training. Smith, (1979) conducts study on compensation 
wage. Zhao, (2005) reviews previous studies on the issue of rural-urban migration in China but there 


is lack of literature that comes out with wage determination methods. 


Friedman, Braude, & Dahan, (2007) revealed that the relatively low minimum wage in the US 
is more effective compare to some European countries but they are lower compare to labour 
productivity. The neo-classical found negative influence of minimum wage on low-income labour 
employment as the labour market is perfectly competitive (Lynn and Boone, 2015). According to the 
monopsony theory, this means that an employer who is faced with high labour costs may get reward 
to maximize gains by increasing its production and employment (ILO,2019). In the perspective of 
macro-economic, if some business shutdown, will not necessarily negative impact on aggregate 
employment. Employment may increase in other firms and attractive wages offered by other firms 
into the labour market. As stated by the Neo-classical economic theory, more minimum wage creates 


unemployment due to the “scale effect” and the “substitute Effect” (ILO,2019). 


In many economies, minimum wage laws on a fundamental level do make a difference to little 
or unregistered enterprises or non-declared work (ILO,2018). Card (1992) and Card and Krueger 
(1994) find that increases in minimum wages increase employment. Broecke, S., Forti, A., & 
Vandeweyer, M. (2015) found that the most of the empirical studies on the influence of minimum 
wages on employment have been conducted on the developed world, only a few studies are about 
their impact in emerging economies. However, if we talk about The Gulf States, where per capita 
income is high what is the impact of minimum wage on GCC national’s skill-building, and 
employment. Kuehn and Al-Busaidi (2000), found that in a gulf state, national is less work skill, less 
committed, less qualified and expensive compare to the foreigner workers. In this case, the 
probability of hiring that national will decline and they will be hired on ordinary post to fulfil the legal 
requirements or might be profit seeker will use their name on papers only and will pay less than legal 
minimum wage and its cost will be paid by those by those who really want to work. 


4. Research Method 


A descriptive qualitative research is used in this study. To achieve the objective, data through 
semi-structured interviews is collected. Snowball sampling technique is used to select the respondents 
who were economists, faculty teaching labour economics, labour and officials who were working in 
economic development ministries in Pakistan. The researcher has reviewed the literature related to 
wage determination that affects individuals in order to develop a semi-structured interview for data 


collection. The major categories of the interview were on: Social, Economic, and Labor-related 
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problems that result in unfair paid wages. The items of semi-structured interviews were improved by 
editing based on the result of the pilot testing that was administered and the suggestions taken from 
the informants. The respondents were assured of confidentiality and anonymity of information. The 
objectives of the study were made clear to respondents. Questions as to the nature of the study were 
answered. It was also expressed to the respondents, in case of any discomfort, they can discontinue 
participating at any time. However, some respondents were not agreeing to record their interviews 


and the researcher didn’t record to fulfill the academic ethics 


5. Results and Discussion 


From the thematically analyzing data it was confirmed that the employee especially labour class 
and those who are poor feel they are not given fair wages in return of their services and in 
consequences, some of them fall in social crime because of economic issues. Tucker, J. (1989) and 
Dodge, M. (2019) found that less paid workers have a negative impact on economy and society. 


One of the informants was of the view that; 


a I work more than a committed hour in construction company but I am paid less, the 
owner thinks only how to increase profit, neither government make any policy nor richer 
think to pay us fair wages so to run the family we don’t have the choice to do unethical work 
if we have the chance. How can we provide quality for those who deprived us....”(interview 
3). 


On the other hand, every country has the goal to make economic prosperity and if a country is 
under developing they want to make their country as a developed country they need to set fair wage 
system and policies because most of their population is under the poverty line or poor. So, the 
government can’t achieve their goals easily by ignoring the majority of their population. So it is like 
impossible to make the country developed without providing economic rewards for what they deserve. 
As without human capital social and economic progress is difficult to obtain. one of the official working 
in the ministry of economic development stated that; 


“Government usually work more for those who are richer, they focus less on the labour class 
or working on a lower scale that not only increases the income inequality gap but also has 
a negative impact on the macro level. Pakistan is an Islamic country where Islamic rules are 
not implemented. It is very important to formulate the wage policies because most of their 
population is like Pakistan, Bangladesh, some African countries, India etc. If the government 
do not pay attention to set the fair wage the journey of taking the country from developing 


to developed status will become difficult or might be impossible” (interview 6). 
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However, policies can play an important role in setting fair wages, policies are formulated based 


on research and theories but unfortunately, the theories are criticized. Acharya, (2017) stated that 


most of the assumptions of wage determination theories don’t match with the real world. Two of the 


professors of labour economics said; 


“... you can say wage determination theories are just imaginary. In the world population, 


the minority is richer while the majority is poor. What the assumption theories make are not 


possible to find all assumption in the real world. See the animals, if you think you will get 


more milk from animal even if you provide low quality and less grass to them, is this 


possible? Output depends on input, the human is not animal, human think and react. For 


survival, they work even if they are paid unfair but can’t give their 100% potential when 


they are not given 100 % fair price of their work. Most of the theories shouldn't follow ethics 


and justice...” (interview 4). 


“Where there is no fruit there may be no root. All issues like wage inequalities, gender 


discrimination, union problem, performance and many other issues are like the fruit it these 


are not found satisfactory in any economy might be the country didn’t succeed to work on 


root and root is simple fair paid wages. One rule of the wage for all working citizens. It is 


the responsibility of government and society that wage should cover the minimum living 


standard even if the employee doesn’t have a high qualification. For extra abilities and 


efforts, the employee can be paid more” (interview 9). 


6. Purposed Model of the Study Based on Literature and Findings 


Based on the discussion and remarks on the literature review and interviews, this study 


purposes the Theory of fair wage determination with the following assumption: 


6.1 Assumptions 


1. 
2. 


Government should formulate policies to deal with worker’s immigration brain drain. 

The helpless individual of the society like disable or unable individuals to work shouldn't be 
considered when fair wage determination method is implemented. However, such individual 
should be supported by charity, zakat or through government policies. 

Time is among the key component of this theory. There should be government policy that 
restrict employers to pay wages to their employee in time. 

There should be “courts of employee and employers” to solve employee and employer 
problem and conflicts. 

Fix Wage rate should be determined by government on fair estimation of living cost. 

Power of fixing variable wage rate should be shared between government and firm to save 


the society and economy from larger negative impact. 
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7. Which variables should be included in the “variable wage” and what rate should be paid to 


those factors must be find out by firms and government together to fix clear and fair rates. 


Brain Drain: Regarding the above issue of Emigration and Brain Drain cited in assumption, wages 
adjust until similar jobs have similar compensation salaries/wages. Other things equal, money seekers 
stop emigration and Brain Darin if they get the same wage/salary for the same work position in other 
countries. The variable wage rate and fix wage rate must be fixed in the light of purchasing power to 
deal with drain brain. For example, in Qatar, the wages/salaries are higher than Oman but in Qatar, 
the life expenditure is costly like renting the house and daily expenditure etc. As per principle of 
economics Mankeiw (2013) rational people think at the margin and calculate the cost and benefit 
when they make decision so, if in the end benefit will equal compare to getting benefit from other 
countries people will not be motivated for brain drain. However, the issue of brain drain can be 
controlled by the government’s effective policy. 


Unable individuals to work: helpless people should be supported by richest people of the 
society based on humanity criteria and government policies to save the economy from negative 
impact as the hunger leads to social crime and later its consequences are faced on the macro level. 
Such individual who are not able to work, when they are given charity, incentive from government or 
Zakah should be consider this monetary payment as a transfer payment when GDP is calculated to 
follow the double count rule. 


Timely Paid wages: However, this theory also believe reward in time play important role in 
increasing output. Delay payments can negative impact on employee contribution and that will 
consequence in diminishing output. When producer will be reducing variable wage rate to cover the 
loss or maximize profit, his this behaviour and action will work like magic to minimize the profit of 
producer. This cycle continues, the employee will move to those firm that are treating fair. Here 


government need to restrict firms to pay in time. 


Courts of employee and employers: This theory assumes that there should be special 
“courts of employee and employers” to solve employee and employer problems. When there will 
“courts of employee and employers” they staff of this court is supposed to be educated related 
employee and employer issues, rules and regulation. So the probability of fair decision by court and 
smoothly running firms will increase and conflicts between employee and employer will reduce. In 
any economy where corruption index is high, government must have check policy and tracking system 
on these courts. In short run might be difficult to get positive consequences but in the long run this 


theory will come out with significant contribution and will solve the wage related issues. 


Wage determination: wage is divided into parts fix wage and variable wage. Further variable 
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wage is divided into two parts, wage rate of some factor will be decided by government policy and 
wage remaining factors will be decided by firms. However, to keep the fair wage final approval of 


government department is compulsory. 


Fix wage: daily expenditure (economic level) that can be given name as a “fix wage” which is 
reward of his/her service or work. Fix wage should be determined by government after analyzing the 
living cost in that country. Inflation effects and currency value must be considering when fix wage 
rate is being decide. Fix wage will control the social crime and unethical issue that will save the society 


from the negative impact that later spillovers from micro to macro level. 


Variable wage: As per the principle of economics (Mikew, 2013) state people respond to 
incentives. The “variable wage” that can be given name as reward on contribution. Power of fixing 
variable wage rate should be shared between government and firm to save the society and economy 
from large negative impact. When variable wage rate is divided into two parts, reward of some factors 
like education and experience must be fix by government through fair policy because firm or producer 
can fix unfair rate to maximize profit that will negatively impact on society. So wage rate of some 
factors must be in the hand of government while wage rate of some factors like performance, 
achieving firm’s objective etc must be in hand of firm that will motivate employee to increase his will 
and skill to work that will increase output of firm and will boost up firm growth, increase supply 
(globally demand exists, and producer is rational he will not produce anything that continuously cause 
of loos to him as the producers aims maximise profit not loss). 


Firms are expected to fix wage rate higher for such variables that are is connected with the 
objectives of organizations. To get the incentives, people will not only full fill the objective of the 
organization but will increase output. Employee's will to learn will increase, their experience and 
expertise will boost the economy because such labour will become cost-effective like chines labour is 
today. Under the variable wage, if for example four employees are working on same job scale with 
same qualification and experience they can have different wage based on their contribution level that 
will increase their will and skill towards the work. This is also an important, what factors should be 
included in variable wage, its decision can be made by the organization and government together 
based on what’s important for their organization. Wage rate paid different factors must be 
implemented after approval of government. However, the variable wage of labour will hike up the will 
and skill of worker that will lead to increase in national output and finally, the GDP of the country will 
rise. So the country with higher GDP can contribute to help the helpless people like disables etc and 
also play an important role in poverty reduction on the global level. 

WD= FW + VW 


WD= f (BO+ B1ixXti + B2Xt2 + B3Xt3 + B4xt4 + B5SXt5 +BEXt6 +ei) 
Where: 
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WD= Wage determination 

FW = fix wage 

VW = Variable wage 

X1 = Fix wage that covers living cost. 
X2 = Qualification 

X3= Experience 

X4 = contribution to organization 

X5 = Performance 

X6 = Ethics 

T= Payment on time 

ei = Other variables defined by government or organization 


7. Contribution 


Based on the criticism on existing theories the contribution of present studies is justified. The 
main criticism on Adam smit theory of wage is that this theory neglects the quality and efficiency of 
the workers in determining the wage rate. Subsistence theory is criticized because it covers only 
supply side. Surplus Value Theory introduce four factors reward. TFWS contributes by covering the 
weakness of both theories, if wages are paid on contribution “variable wage” so, a qualified and 
efficient persons’ reward will be covered by “variable wage” Variable wage will automatically push the 
employee to increase output that will maximise profit in consequence, no supply or demand issues of 
labour will be faced. Both the employee and employer will have feeling of having fair rewardTFWS do 
not introduce any four factors reward, or assumes that the share of landlords, capitalists and 
entrepreneurs like Surplus Value Theory. TFWS divide wage into parts “fix wage” and “variable wage” 


that can be achieved by any employee in any field if they are fit for that criteria. 


Shortcoming of Search theory, and Marginal productivity theory are covered by TFWS. 
According TFWS what labour get is the fair reward in return of their effort and deals both supply side 
and demand side. However, some theories also pay important attention to labour union. TFWS 
believes that when return is paid on contribution level. When employee will get fair wage output will 
increase which will result in increase in supply, demand will not an issue because the producer will 
sale his product on domestic and international level. More output will increase both supply and 
demand of labor. Regarding role of union. The impact of labour union on employee soling issues are 
mixed. Akdogu, Aktas, & Simsir, (2019), Chang, Jou, Wu, Su, & Tai, (2020) and Long, (1993) found 
that labour union have negative impact and sometimes blackmail to producers, Pratama, & Widodo, 
(2020). Chen, Tong, Wang, et al (2019) found positive role of union while DiNardo, J., & Lee, D. S. 
(2002) found partial impact of labour unions. However, TFWS doesn’t include any union because the 
“court of employee and employer” will do justice and solve the employee and employer issues. Modern 
theory of wage, Behaviour theory, low rate of wage because of need. The probability of worker’s work 
is continued until he gets alternative job and his emotion of being treated unfair will effect on his will 


to work that will reduce product by reducing his performance level. So, TFWS was based on fair wage 
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so no issue of deprivation arises that diminish output of firm. 
8. Conclusion 


Unfair reward effects from micro to macro level in any country. It has become a confliction 
between employers and employees, shuttered in this distinction, a fair regulation of wages for many 
economists were forced to detect new formulas. Two disciplines - supply-side determinants 
(economics) and demand-side determinants (industrial relations) introduced wage determination 
method but both have criticized (Brown, & Nolan, 1988) and are claimed by researchers that most of 
the assumption doesn’t match with realities of this world. (Acharya, 2017). There is need for single 
wage determination method to deals the problems like hours of work, union, debt behaviour, 
productivity and training, youth, taxes, pay settlements, benefits system, nature of non-compliance, 
employment, informality, income inequality or poverty gender pay gaps etc. The data for this study 
was collected by interviewing the informants through chain referral sampling. Present study first 
report the criticism provided by previous studies and explain how this study covers those 
shortcomings and issues. This theory based on human nature and is according the real world. The 
results confirm that the fair wage has the potential to be used as a powerful means of social control 
and economic progress. So this introduces a fair wage determination method and states that wages 
should be divided into two parts fix wage and variable wage. Fix wages covers only living cost of 
today that is supposed to determine by government while rate of variable wage is determined by firm 
and producer together. To set the fair wage rate, role of timely paid wage, court of employee and 
employer and government involvement are compulsory. However, this study recommends 
implementing the fair wage determination method indifferent cultures across the countries in small 


sectors initially. 
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